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This memorandum provides additional context and background for the attached report from our
Advisory Group on Tuition and Financial Aid Policy, appointed in May 2007 by UW System
President Kevin P. Reilly.

You’ll recall that this group began its review as the UW System was building broad public
support for plans to increase the number of baccalaureate degree holders in Wisconsin through
increased affordable college access, improved retention, and higher graduation rates. The success
of these and other “Growth Agenda” efforts will be determined, in part, by the stability of
revenue streams that support core educational programs and related student services. As we work
together to provide that stability in an era of declining state support, we must also preserve the
state’s longstanding reputation for providing affordable access to postsecondary education.

As you will see in the report, the workgroup reviewed a wide range of tuition options, including
some that have been implemented in Wisconsin. For each option, the group worked to provide
an objective assessment of pros and cons to inform how the University might move forward
strategically in managing tuition and financial aid.

Underlying this analysis is a fundamental understanding that there is a direct correlation between
state resources (GPR) and tuition — the UW System’s two main sources of funding. When state
support for the University grows, tuition remains more stable. When state support declines, the
burden of funding educational costs shifts to tuition.

Taxpayers and students alike benefit greatly from investments in higher education:

1. College graduates on average earn 63% more than those with only a high school diploma,
so the investment in a college education more than pays for itself over the course of a
typical career.

2. The UW System generates $10 billion annually to the Wisconsin economy, and levels of
educational attainment correlate strongly with higher per-capita incomes, indicating that
increased investments in the University will solidify and broaden Wisconsin’s state tax
base.

In spite of this substantial return-on-investment, the UW is sensitive to issues of tuition pricing,

the net cost of attendance for students, and the adverse impact of “sticker shock” on applications

and enrollments. As tuition rises, students coming from families with limited resources face
Universities: Madison, Milwaukee, Eau Claire, Green Bay, La Crosse, Oshkosh, Parkside, Platteville, River Falls, Stevens Point, Stout, Superior, Whitewater,
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greater obstacles. Need-based financial aid serves as the balancing factor that allows the
University to maintain access for students regardless of family income.

This report illustrates that UW System tuition for resident undergraduate students is $1,000 to
$2,000 below that of peer four-year universities in other states, and Wisconsin ranks as the 10"
most affordable state for access to four-year colleges. In spite of this ranking, and substantial
investments in financial aid made during recent years, Wisconsin is still categorized as a “low-
aid” state. This indicates that lower-income families may not have much of a “cushion” in
Wisconsin. The work group believes strongly that any change to tuition policy should include a
corresponding change to financial aid practices to preserve and expand affordable access for all
Wisconsin residents. Even if current tuition practices remain unchanged, the state should
consider additional investments in need-based financial aid to increase college access. Recent
events indicate growing support for this direction and its long term benefits for Wisconsin as a
state:

e The Wisconsin Covenant, bolstered by a $40 million grant from Great Lakes Higher
Education Corporation, is a potential source of ensuring access for future UW System
students.

e The $175 million Fund for Wisconsin Scholars announced by John and Tashia Morgridge
will significantly expand need-based aid for students in Wisconsin’s public
postsecondary institutions.

e State leaders are exploring ways to ensure that funding for need-based financial aid
increases at real-dollar increments linked to real-dollar tuition increases, mirroring the
work group’s recommendation for a “hold harmless” for current students.

It is critical that the UW System focus on this issue, and identify long-term strategies that not
only preserve affordable access to quality public higher education, but also communicate
effectively to students, parents and others that financial aid — in all forms — is available.

Comparing the UW System’s current tuition policies to several alternatives, it appears that
current approaches are working well. However some options presented here may provide
valuable flexibility for the institutions.

Differential Tuition

The UW System currently has two broad categories of differential tuitions—institutional and
programmatic. A few years ago, System Administration staff worked with United Council to
develop guidelines for student involvement in implementing either kind of differential. President
Reilly specifically asked the workgroup to examine whether future use of differential tuition
should be more limited or if the university should consider more stringent guidelines on how the
funding could be used.

In recent years, the Board of Regents has heard overwhelming support from affected students
regarding the benefits of differential tuition and their levels of involvement in establishing those
new programs. Students see differentials as a way of addressing significant areas of concern and
seem to appreciate the control and involvement currently afforded to them. Students and others



recognize that differential tuition allows campuses to develop a “margin of excellence” in
particular areas. The workgroup affirmed the current practice of utilizing differential tuition.

The group did offer two process recommendations for consideration:

1. Every differential tuition plan should include a regular review by System Administration
to confirm that funds are being spent as proposed, and whether the institution is adhering
to its own internal review plan. The results of the review would be provided to the Board
regularly.

2. The Board of Regents should formally approve any significant changes in the use of
funds generated by a differential tuition plan, when those resources are directed to a new
area of need.

The work group examined significant checks and balances already in place with regard to tuition
increases and differential tuition proposals. The process involves a great deal of student input
and consultation, and differential proposals must be reviewed by System Administration staff
and all UW System Chancellors before going to the Board of Regents for formal consideration.

One area of concern was the possible use of differential tuition to supplement capital projects. By
their nature, these projects benefit generations of students, but should be funded in a manner that
does not detract from instructional, academic and other operational needs. Therefore, the group
did not recommend using differential tuition to support capital projects in the near term.

The group was supportive of allowing institutions the flexibility to recommend the use of a
portion of differential revenue for financial aid to offset the negative impact of the differential
itself and maintain access to the institution or program for low-income students. However, the
group was not supportive of using general tuition increases to support financial aid, as that
should remain the state’s responsibility.

Tuition Stratification

The report highlights the potential for using tuition stratification to increase accessibility to the
UW System while also responding to real-world market forces. The group felt it was important
for the Board to consider maintaining some lower-priced, high-quality options for access to a
UW degree.

The 13 UW Colleges already provide such an option. Located across the state, these freshman-
sophomore campuses provide an affordable starting point for anyone wishing to pursue a
baccalaureate degree. In addition to lower tuition, the total cost of attendance at UW Colleges is
also lower because most students live at home, thus eliminating the costs of room and board for
two years before transferring to a four-year campus. In 2007-08, the Regents recognized the need
to preserve this option and approved a tuition “freeze” at the UW Colleges. This action also
reflects market pricing of other two-year institutions in Wisconsin.

Implemented strategically, stratification might hold tuition increases to lower rates at certain
campuses. This would compliment efforts to maintain affordability and access through prudent
investments in need-based financial aid.



Conclusion

Just four months ago, people across the state were excited about a new state budget that included
funding for the Growth Agenda for Wisconsin, to help the UW System address some of the
state’s long-term economic needs. A number of new students, added as part of the Growth
Agenda, have already enrolled. However, the University may now face the challenge of
providing more students with a quality education without the benefit of additional funding that
was expected, due to the state’s short-term revenue shortfall. This underscores the importance of
exploring additional ways to stabilize funding for higher education without diminishing
educational quality or access.

The UW System remains committed to operational excellence and efforts to reduce overall
operating costs in a way that will shift scarce resources into core instructional, research and
public service functions. The state has shown a willingness to provide additional resources when
available, but a predictable revenue stream from the state may be unlikely. The options in this
paper may provide additional strategies for sustaining the Growth Agenda and ensuring a
brighter future for the UW System and the entire state.
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Report of the President’s Advisory Group on Tuition and Financial Aid Policy

The President’s Advisory Group on Tuition and Financial Aid Policy was convened in May 2007
to review the University of Wisconsin System’s current policies and practices related to tuition
and financial aid, and to provide advice to the President on strategic approaches to achieving the
goals of the UW System. The Group was charged with developing recommendations for tuition
and financial aid policy that would be consistent with the following principles:

1. Be consistent with the Growth Agenda by increasing the number of degree holders through
improved access and student success measured by retention and graduation rates;

2. Provide affordable access to improve student success, including maintaining and improving
educational quality;

3. Generate sufficient revenues to improve student success, including maintaining and
improving educational quality;

4. Be understandable and as easy as possible to implement and manage;

5. Recognize political realities (including the need for statutory changes); and

6. Respect the diverse needs and missions of UW System institutions.

This initial assignment was modified as the process developed. Rather than developing a list of
one or two recommendations, the President requested that the Group think broadly and evaluate
many tuition and financial aid policies and alternatives. After developing this list of options, the
Group was charged with assessing the pros and cons associated with each alternative, so that the
President and Board of Regents could make an informed decision regarding the entire range of
tuition and financial aid policies.

The Group, recognizing the principles and the time constraints associated with this project,
narrowed its scope to those tuition options that are currently in practice, either within the UW
System or at other peer institutions. Other groups, including those involved with the current
Advantage Wisconsin project, may identify additional tuition options, which could be brought
forth, considered, and evaluated against the principles in the future.

The Group met on seven occasions between May and December 2007 and considered the
following options:

Tuition Stratification

Differential Tuition

Per Credit Tuition

Using Tuition for Financial Aid/Financial Aid for Lowest Two Income Quintiles
Educational Savings Programs

Discounts for Prepaying Tuition

Cohort Tuition/Tuition Guarantee

Separate Tuition for Level 1 (Freshman and Sophomore) and Level 2 (Junior and Senior)
Students

Discounts for Families with Multiple Students Enrolled at UWS Institutions
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The Group found that, depending on the situation, many of these options can prove useful. The
decision regarding which option to utilize, however, will generally depend on the goals to be
achieved, the type of change to the current tuition structure that is desired, and the circumstances
of an individual campus that proposes the change. Several options allow small, more
incremental change without significantly altering the current system for determining and
assessing tuition, while other alternatives will require, and provide for, more substantial and
fundamental change.

One major issue that must be acknowledged are the statutory limitations regarding tuition under
which the University of Wisconsin currently operates. Section 20.285(1)(im), Wis. Stats., grants
revenue generating authority to the Board of Regents, but places some restrictions on the use of
these funds. Section 36.27, Wis. Stats., further limits the ability of the Board of Regents to set
tuition for resident undergraduate students to the amounts required to fund specific activities,
including:

= The amounts enumerated and included in the state budget (section 20.285(1)(im), Wis.
Stats.);

= The approved recommendations of the director of the office of state employee relations for
compensation and fringe benefits for classified staff and unclassified employees;

= The projected loss in revenue caused by a change in enrollment from the previous academic
year;

= State-imposed costs not covered by state-provided general purpose revenue;

= Distance education, nontraditional courses and intersession courses; and,

= Differential tuition that is approved by the Board of Regents.

While the Group recognized the challenges imposed by state statute, it did not allow these
limitations to restrict its discussions. This report reflects the Group’s assessment of each tuition
and financial aid option as an avenue for increasing revenue, enhancing access and educational
quality, and improving student success. However, due to the statutory restrictions, some of these
options would need to be pursued through the biennial budget/Decision Item Narrative (DIN)
process or the differential tuition approval process. The Group recommends that the Board of
Regents seek a statutory change to provide the Board with the responsibility and authority to
implement those tuition options, either systemwide or at a specific institution, that make the most
sense for students, their families, and the citizens of Wisconsin.

Assessment of Tuition and Financial Aid Alternatives

After an extensive review of the tuition options, the Group identified tuition stratification and
differential tuition as the alternatives that are most consistent with the enumerated tuition and
financial aid policy principles. It is important to note that the Group found that many of the
other options might be useful in providing assistance to certain groups or types of students, and
therefore could be used in a targeted manner to address specific institutional or system needs. In
addition to the more over-arching discussions regarding a review of tuition and financial aid
options, the Group acknowledged the need to highlight several specific issues.



First, during the course of the discussions, the Group recognizes that students would benefit from
an overall vision for financial aid that ensures uniformity in the design and administration of
financial aid programs. In response to this need, the Group approved a statement of support for
draft financial aid policy principles (see Appendix D).

Second, there remains a pressing need to provide additional financial aid to students. This is
especially true for students from the lowest two income quintiles. These are not the only
students who would benefit from additional financial aid, however, as there is an increasing
reliance on student debt to finance higher education by all students. The Group believes that,
while tuition-funded, need-based, financial aid is an option for future consideration, the state
retains the primary responsibility for providing financial aid. Therefore, any tuition-funded
financial aid should be provided in conjunction with additional state funding for either new or
existing financial aid programs. In response to this need for additional financial aid, the Group
expressed support (see Appendix E) for a financial aid program that would hold low-income
students harmless against tuition increases and meet all student financial need. The Group
recommends that the Board of Regents consider adopting these two documents.

Third, due to the availability of another publicly-funded option for the first and second year of
postsecondary education, it is imperative that tuition at the UW Colleges remains competitively
priced with Wisconsin Technical College System (WTCS) institutions. Absent competitive
tuition, an increasing number of students may choose to take their first year or two of
postsecondary education at a WTCS institution, rather than at a UW College; basing their
decisions not upon the program, but simply based on price. For a decade, tuition at the UW
Colleges was kept $300 below tuition at the comprehensive institutions. The result is that the
full-time tuition for the UW Colleges is now $527 above tuition for 15 credits in the WTCS
College Parallel program (see page 4). In 2007-08, tuition at the UW Colleges was frozen in an
attempt to address the disparity with WTCS institutions, though UW Colleges tuition remains
higher priced.

Fourth, while differential tuition, along with tuition stratification, was identified as the
alternative most consistent with the tuition and financial aid policy principles, differential tuition
is also the option over which the Board of Regents retains the most control and flexibility.
Therefore, the Group does not believe that significant additional restrictions on the ability to use
differential tuition are advisable at this time. Nevertheless, the Group believes that the Board of
Regents may want to review each previously-approved differential tuition program once every
five years as well as when the purpose, rather than allocation, of a differential tuition program
changes significantly.

Finally, the Group recommends that capital projects should not be funded with general, base
tuition revenue, which should be retained as one of the primary sources for funding UW
operations. Capital projects, which by their nature benefit can benefit generations of students,
should be funded in a manner that does not detract from instructional, academic and other
operational needs. One option for funding capital needs is long-term debt, which allows costs to
be amortized over projects’” useful lives.



Tuition Stratification

Tuition stratification refers to the difference in base tuition levels among various institutions of
higher education. As applied by the University of Wisconsin System (UW System), tuition
stratification refers to the difference in tuition between the three clusters of institutions (doctoral,
comprehensive, and two-year colleges) within the UW System and among the individual
institutions. The UW System currently uses this “among cluster” stratification, based on
previously established peer institutions, when setting tuition. The UW Colleges do not have an
established group of peer institutions, but a case can be made for evaluating the Colleges against
the Wisconsin Technical College System (WTCS) institutions. WTCS institutions, through their
college parallel programs and mandatory 30 credit general education transfer, provide an
alternative for students seeking to complete their first two years of higher education.

Wisconsin Resident Undergraduate Tuition Stratification, 1978-79 to 2007-08

WTCS
Postsec. WTCS
& College
Year MADISON | MILWAUKEE | COMPREHENSIVE | COLLEGES | Vocat.! Parallel
1978-79 $712 $712 $620 $610 $270 $450
1979-80 $769 $769 $677 $677 $300 $540
1980-81 $832 $832 $721 $751 $366 $579
1981-82 $865 $865 $753 $776 $399 $639
1982-83 $994 $994 $836 $836 $429 $660
1983-84 $1,065 $1,065 $886 $836 $459 $774
1984-85 $1,150 $1,150 $980 $865 $552 $852
1985-86 $1,255 $1,255 $1,077 $1,024 $653 $981
1986-87 $1,431 $1,431 $1,202 $1,153 $738 $1,100
1987-88 $1,563 $1,563 $1,305 $1,251 $842 $1,256
1988-89 $1,679 $1,679 $1,363 $1,251 $971 $1,386
1989-90 $1,793 $1,793 $1,457 $1,251 $1,058 $1,493
1990-91 $1,882 $1,882 $1,528 $1,251 $1,106 $1,584
1991-92 $1,946 $1,946 $1,580 $1,293 $1,167 $1,614
1992-93 $2,076 $2,076 $1,686 $1,380 $1,230 $1,644
1993-94 $2,227 $2,206 $1,792 $1,467 $1,310 $1,674
1994-95 $2,415 $2,359 $1,916 $1,568 $1,383 $1,721
1995-96 $2,549 $2,513 $2,041 $1,670 $1,446 $1,790
1996-97 $2,651 $2,639 $2,143 $1,779 $1,536 $1,931
1997-98 $2,860 $2,847 $2,312 $1,956 $1,626 $2,147
1998-99 $3,001 $2,987 $2,426 $2,097 $1,710 $2,291
1999-00 $3,290 $3,194 $2,594 $2,264 $1,778 $2,439
2000-01 $3,290 $3,194 $2,594 $2,264 $1,845 $2,577
2001-02 $3,568 $3,462 $2,776 $2,422 $1,920 $2,700
2002-03 $3,854 $3,738 $3,000 $2,700 $2,010 $2,820
2003-04 $4,554 $4,438 $3,500 $3,200 $2,100 $2,910
2004-05 $5,254 $5,138 $4,000 $3,700 $2,280 $3,090
2005-06 $5,618 $5,494 $4,277 $3,977 $2,415 $3,273
2006-07 $6,000 $5,868 $4,568 $4,268 $2,610 $3,5637

L WTCS charges tuition on a per credit basis. The rates presented in the table are based on 15 credits per semester.
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| 2007-08 | $6330 | $6191 | $4,819 | 34268 | $2,762 | $3741 |

While these increases appear dramatic, when adjusted for inflation, tuition has increased at a
much slower rate. Based upon the Consumer Price Index (CPI), tuition has increased 173.2%
over the past three decades (1978-79 to 2006-07), or an average of 3.6% per year. When
adjusted for the Higher Education Price Index (HEPI), however, aggregate tuition revenue has
only increased 121.4% over this period, an average of 2.9% per year. In addition, much of this
increase is actually attributable to the loss of state GPR support, which declined from 45.8% in
1978-79 to 24.2% in 2006-07. Appendices G, H and I present the actual and inflation-adjusted
(for both CPI and HEPI) increases in state GPR, tuition, and other revenues during the period
1972-73 through 2006-07.

Prior to 2007-08, tuition at the UW Colleges was priced $300 below the cluster or base tuition at
the comprehensive institutions. Although the $300 difference originally created a 15%
difference between the comprehensives and colleges, by Fall 2007 increases in tuition had
reduced this difference to 6.6%. Tuition at Wisconsin Technical College institutions, which
offer students the option to complete their first or, through the college parallel program, their
first two years of college, is lower than tuition at the UW Colleges. While the Board of Regents
eliminated the tie between tuition at UW Colleges and the comprehensive institutions by freezing
tuition at the UW Colleges in 2007-08, tuition at the UW Colleges remains higher than at WTCS
institutions, which has resulted in WTCS institutions offering a lower cost option for students
seeking a low-cost entry to higher education. Additional stratification between the UW Colleges
and the comprehensive institutions would allow more competitive tuition pricing at the UW
Colleges.

Tuition Comparison to Peer Institutions, 2007-08

Institution 2007-08 Resident | Median 2007-08 Resident | Distance UW Below
Undergraduate | Undergraduate Tuition & Peer Median
Tuition & Fees Fees at Peer Institutions

UW Madison $7,184 $9,109 $1,925

UW Milwaukee $6,953 $8,051 $1,098

Comprehensives $5,741 $6,775 $1,034

UW Colleges? $4,268 $3,741 ($527)

Currently, within cluster stratification exists due to the use of differential tuition at various
institutions (see next section for discussion of differential tuition). The revenues generated by
these differentials are designated for specific purposes at that institution, and provide funding to
high priority areas that are critical for enhancing educational quality for students.

While the use of differential tuition does create differences in total student costs at various
institutions, both within and among the institutional clusters, tuition stratification can also be
achieved by variations in base tuition levels. Outside of the differential tuition process, base

2 While the doctoral and comprehensive institutions have peers across the nation, the unique nature of the UW
Colleges as a two-year, liberal arts transfer institution does not lend itself to the development of any peer institution
outside of Wisconsin. Therefore, the most appropriate peer for the UW Colleges is the WTCS college parallel
program, another liberal arts transfer program that provides equivalent course selection.
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tuition stratification, which the Board of Regents has the authority to implement, for resident
undergraduate students that generates additional revenue would need to be achieved through the
biennial budget process or by seeking statutory flexibility to increase tuition. The Group
considered three general options for base tuition stratification:

e using a set of peer institutions to move either the clusters or individual institutions

toward the tuition midpoint of their respective peers;
e calculating the cost per student; or
e setting tuition at each institution based upon a market or demand measure.

Further stratification could be implemented within each of the three institutional clusters, with
some institutions charging higher base tuition. For example, within the comprehensive cluster,
higher tuition could be charged at institutions that are in high demand (market/demand-based
stratification). This “within cluster stratification” could be a mechanism to generate significant
revenues, as moving to the peer tuition median (peer median) for each UW System institution
could generate up to $183 million in additional tuition revenue.

Any revenues beyond the current limitations for undergraduate students would need to be
achieved through the biennial budget/DIN process, by seeking a change in the statutory language
regarding tuition, or by using the Board of Regents’ differential tuition authority. The Group
recognizes that the additional revenues generated by tuition stratification would vary
significantly by institution. Therefore, if a tuition stratification approach is chosen, the Board of
Regents would need to determine how the additional systemwide revenues would be allocated
among the institutions, as well as how stratification would be implemented within each
institutional cluster.

If within cluster tuition stratification is not implemented gradually, the policy could cause a
“sticker shock” effect among both current and potential students, potentially reducing access to
higher education. A large increase in tuition without corresponding or offsetting financial aid
could create a barrier to access. The Group believes, however, that stratification within the
various clusters would allow the retention of some institutions as a low-cost option for students,
thereby maintaining avenues of access for all students. In addition, the Group believes that a
portion of any additional funds generated could be used for a variety of student support
programs, including additional financial aid, which could enhance access and student success.

Pros & Cons: Tuition Stratification

Pros:

Stratification based upon cost per student

> Increasing tuition to reflect the actual cost per student for each institution would more
accurately reflect UW’s costs in a period of declining state support.

Stratification based upon market or demand pricing

» Stratifying tuition would afford a market-based pricing structure. Students would pay higher
tuition to attend institutions that are in greater demand.

Stratification based upon peer median

» Raising tuition to the peer midpoint allows the UW System to remain competitively priced,
while better reflecting the current market for higher education.




Cons:

>

>

>

Many of the comprehensive institutions draw their students primarily from the region
surrounding the institution. Stratifying tuition at the comprehensive institutions could reward
or punish students based upon where they live.

If based on demand, tuition stratification could create a “second class” connotation among
institutions. Students could perceive that lower cost is associated with lower quality.
Increasing tuition without a corresponding increase in financial aid could have a negative
impact on access for low-income students.

Stratification based upon cost per student

>

>

Some of the institutions with the highest costs per student serve a nontraditional or low-
income student population. Raising tuition to reflect the cost per student at these institutions
could reduce access for these student populations.

Costs are highest at small institutions which may provide fewer educational options.

Challenges:

>

There is a statutory limit on the costs that are authorized to be paid from general tuition
increases. This limitation could be addressed through statutory changes, DIN requests in the
biennial budget process, or by using the Board of Regents’ differential tuition authority.
Moving to the peer median for undergraduates all institutions could generate up to $183
million. The Group felt that these increases would need to be phased-in over a period of time
in order to avoid “sticker shock.”



Differential Tuition

Differential tuition is an additional tuition amount that is added to the base tuition level set by the
Board of Regents to supplement services and programming for students within that institution.
Differential tuition can be assessed to undergraduate students, graduate students, or both.
Differential tuition can be implemented in a variety of ways, including within an individual
program, on an institution-wide basis, or on a systemwide basis. Section 36.27(1)(am)6, Wis.
Stats., authorizes the Board of Regents to approve differential tuition initiatives. The Board of
Regents’ guidelines outlining student involvement in program-specific and institution-wide
differential tuition initiatives are included in Appendices B and C respectively.

The Group believes that the current process for approving differential tuition works well, and
that the flexibility provided by differential tuition should be maintained and safeguarded. The
Board of Regents, however, may wish to consider three options for the administration of
differential tuition. First, the Board may wish to review each differential tuition program once
every five years. Second, while not a common occurrence, the purpose of a differential tuition
program (as opposed to the allocation of funds) can change if approved by the Board of Regents.
In these instances, the Board may wish to require additional review and approval of differential
tuition changes. Third, the Board does not recommend the use of tuition differentials to fund
capital projects.

The revenues generated by differential tuition initiatives depend on the number of students
included and size of the differential. For example, a systemwide differential equivalent to 1% of
tuition would generate approximately $6 million. Differential tuition revenues typically remain
at the institution that generates the dollars, and thereby directly benefit the students paying the
differential amount. In the case of a systemwide differential, the Board of Regents could decide
to allocate the resources as a pool of dollars across UW System institutions, or to leave the
resources at the institution that generated them. While no systemwide differential is currently in
use, one example that was discussed is a systemwide differential for undergraduate educational
quality. The funds generated by this differential would be distributed to the institutions to fund
the enhancement of such services as libraries, advising, writing centers and the hiring of
additional faculty.

The Group had some concerns regarding the use of a systemwide differential. Approving a
systemwide differential could be viewed as a way to impose additional “backdoor” tuition
increases that would avoid the statutory limitations on tuition increases for general operations.
To address this concern, the Group believed that there would be a need for clear explanations
regarding the use of these revenues, as well as consultation with the Governor and legislative
leadership prior to using this option. In addition, there were concerns about the impact of
differential tuition initiatives on low income students. This impact could be (and has been)
minimized through use of some additional revenues for targeted financial aid.



Pros & Cons: Differential Tuition

Pros:

All differential tuition revenues remain at the campus, and students see a direct benefit of the

additional tuition they are paying.

Provides an avenue to fund programs or functions that have not traditionally been supported

by state GPR funds.

Some revenue generated by differential tuition can be allocated to increase financial aid.

With student involvement, differential tuition initiatives can be tailored by the campus to

enhance services or programs that are a high priority to students.

» The Board of Regents has existing authority to approve differential tuition.

Program-Specific Differential Tuition

»> Differential tuition is a mechanism through which programs that are inherently more
expensive (engineering, for example) may generate additional revenue.

» Differential tuition can be used to expand and enhance certain niche programs that are
identified as campus strengths.

» Differential tuition can be used to fund financial aid to expand access to high cost programs.

Institution-Wide Differential Tuition

» Institution-wide differential tuition costs and benefits are spread among all students.

> Institution-wide differential tuition can be used to address specific campus-wide needs that
cut across various programs.

> Institution-wide differential tuition can be flexible over time. The campus, with student input
and Board of Regents approval, can choose to change the areas that are funded by an
institution-wide differential tuition.
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Cons:

» The financial aid statutory link does not increase when a differential tuition program is
implemented. No additional GPR is committed to financial aid to help students enrolled at
institutions that charge a differential tuition.

» Differential tuition is designed to supplement, rather than replace, GPR funding. With the
large budget reductions of the last few years, there is potential for differential tuition
proposals to become replacement funding for lost GPR.

> Differential tuition rates can become administratively unwieldy as they expand across the
UW System, especially in light of administrative budget reductions.

> Because differential tuition is used for multiple purposes, they have become difficult to
understand and explain.

Program-Specific Differential Tuition

» Undergraduate program differentials may discourage some students from exploring programs
that have an additional tuition cost. Increasing tuition for higher cost programs could be
perceived as preventing Wisconsin from producing the engineers, scientists, and nurses that
will be needed in order for the state to remain competitive.

Institution-Wide Differential Tuition

» When students approve a differential tuition increase on their campus, the potential arises
that these same students will then speak out against a general tuition increase at the
systemwide level.




Challenge:
> Approving a systemwide differential could be viewed as a way to avoid the statutory

limitations on tuition increases for general operations and impose an additional “backdoor”
tuition increase.

» The UW System should work with the Legislature and Governor to achieve an understanding
of the needs for, and benefits of, differential tuition.
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Per Credit Tuition

Under a per credit tuition program, students are charged a specific rate for each credit taken. The
University of Wisconsin System currently utilizes a full-time tuition plateau model to assess
tuition at all of its campuses except UW-Stout, which charges tuition on a per credit basis. At all
other institutions, undergraduate students are charged per credit up to 12 credits. Between 12
and 18 credits, students pay the same tuition as a student taking 12 credits. The per credit rate is
again charged for each credit over 18. As the current policy at UW-Stout indicates, the Board of
Regents has the authority to implement a per credit tuition policy.

If the current per credit charges are maintained at each institution, the elimination of the tuition
plateau could generate an additional $105 million in revenues. This calculation assumes full-
time undergraduate students would take an average of 14 credits per semester. In order to
complete a 120 credit degree in four years, students need to take an average of 15 credits per
semester. Changing to a per credit approach might discourage some students from taking
enough credits to graduate in four years. This could actually increase the cost of a baccalaureate
degree for some students given tuition increases over time.

A per credit approach might discourage students from taking courses outside their program,
thereby reducing efforts to increase liberal education. This may have a greater impact on lower
income students than others, in particular because state and federal financial aid grants would not
increase for students taking more than 12 credits. These students already receive the maximum
grant allowed. Those students would pay the full cost of the change themselves or through
student loans.

Because the current plateau system begins at 12 credits and ends at 18 credits, many full-time
students receive some “free” credits each semester. Many believe that this results in part-time
students subsidizing full-time students. A move to per credit tuition would eliminate these “free
credits, eliminating this subsidy. If tuition per credit was decreased somewhat, this could
increase access for part time students, including adult and returning students. However, others
believe that a per credit approach would result in full-time students subsidizing part-time
students. This may occur because the cost of serving part-time students is actually higher for
support services as they take longer to graduate and are utilizing the university services for a
longer period of time

Per credit tuition may foster greater collaboration between institutions, including joint programs
and course offerings, by streamlining revenue sharing processes and eliminating questions about
billing and chargebacks for courses taken by students at various institutions. Another way to
achieve the same result would be to change current financial policies.

For example, one related option would be to modify the UW System undergraduate tuition
plateau from 12-18 credits to 15-18 or 15-21 credits. This approach might encourage students to
take more than 15 credits to receive the best value per credit. This modification could generate
additional tuition revenue without affecting the per credit rate assessed to part-time students. If
such a change were implemented in a revenue neutral manner, part-time tuition rates could be
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reduced as a result of the additional tuition revenue generated by those full-time students taking
between 12 and 15 credits. Alternatively, the plateau could be reduced to 12-15 credits, but
students within the plateau would be charged for 15 credits. This pricing system would
encourage students to take 15 credits per semester and graduate in four years.

The following table shows what per credit tuition at the comprehensive institutions might have
looked like in 2007-08 under several different alternatives. In addition to the current 12-18
credit plateau system and the 15-21 credit plateau system discussed in the preceding paragraph,
the table includes the 12-15 credit plateau system that is priced at the 15 credit level and two per
credit options that exclude any tuition plateau. While the last option is revenue neutral, the other
options would generate additional tuition revenue by expanding the pool of students paying the
per credit rate and using the current per credit charge (not adjusted for the change in, or
elimination of, the plateau).

TUITION ASSESSED PER CREDIT UNDER VARIOUS PLATEAU AND PER CREDIT OPTIONS

Per Credit Per Credit

Current 12-18 | 15-21 Credit 12-15 Credit (Revenue (Revenue
Credits | Credit Plateau Plateau Plateau Generating) Neutral)

1 $402 $402 $402 $402 $344

11 $4,418 $4,418 $4,418 $4,418 $3,787
12 $4,819 $4,819 $6,024 $4,819 $4,131
13 $4,819 $5,221 $6,024 $5,221 $4,475
14 $4,819 $5,622 $6,024 $5,622 $4,819
15 $4,819 $6,024 $6,024 $6,024 $5,163
16 $4,819 $6,024 $6,426 $6,426 $5,508
17 $4,819 $6,024 $6,827 $6,827 $5,852
18 $4,819 $6,024 $7,229 $7,229 $6,196
19 $5,221 $6,024 $7,630 $7,630 $6,540
20 $5,622 $6,024 $8,032 $8,032 $6,885
21 $6,024 $6,024 $8,434 $8,434 $7,229

Pros & Cons: Per-Credit Tuition

Pros:

» Students may be more aware of the courses they are taking and the ramifications of taking
additional courses on the amount they spend in tuition. This awareness could influence them
to focus on completing their degree by taking as few credits as possible.

» A per credit approach might encourage greater collaboration among institutions, as students
would pay for every credit taken at multiple institutions and the institutions would receive the
revenues they need to support the students.

> If students take fewer credits to graduate, more access might be available to other students
without additional cost.

> Per credit tuition provides a consumption-based pricing model, where students pay for each
class they take.
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>

>

Revenue neutral per credit tuition, which would eliminate the tuition plateau, would enhace
affordability for part-time students, who would no longer pay higher per-credit costs than
full-time students. Part-time students are typically Wisconsin residents.

Per credit tuition is easy to understand and relatively simple to administer.

Cons:

>

State and federal financial aid grants would not increase for many low-income students
taking more than 12 credits under a per credit model because students already receive the
maximum grant allowed. Those students would pay the full cost of the change themselves or
through student loans.

Students might be deterred from taking enrichment and breadth courses outside of their
degree requirements. Fine arts and exploratory courses in other departments may be
affected, as well as the quality of the students’ educational experience.

Students might be motivated to enroll in fewer courses each semester to reduce immediate
costs. This could lengthen time to degree and lower overall tuition revenue for UW System
institutions in the short-term. It could also increase the cost of a baccalaureate degree for
students.

Students who change majors and need to take more classes to complete their major would be
penalized.

Full-time students might begin to subsidize part-time students since the cost of serving part-
time students is actually higher for support services as they take longer to graduate and are
utilizing the university services for a longer period of time.

Students enrolled in degree programs requiring a higher number of credits would pay more
for their degree.

Consideration would need to be given to the impact of per credit tuition on institutions with
non-standard academic calendars.
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Tuition-Funded Financial Aid

Each of the three previously described policy alternatives could generate additional tuition
revenue for the UW System. However, the associated tuition increases could serve to reduce
access to higher education, especially for lower-income, first generation, and nontraditional
students. One means of minimizing this possibility is to use a portion of the new revenues to
fund additional financial aid.

State and federal governments are the primary sources of financial aid. General tuition dollars
are not currently used to fund financial aid programs at UW System institutions. However, a
portion of any new revenues generated by a change in tuition policy could be used by institutions
to create additional financial aid flexibility. The Group recommended that, if used, this
flexibility should occur within a framework that includes reporting requirements so that the
financial aid provided by the institution is authorized by the Board of Regents.

Funding for Wisconsin Higher Education Grant for University of Wisconsin Students

Academic Year Funds Expended Total Awards Average Award
1997-98 $15,751,149 18,836 $836
1998-99 $17,470,802 18,379 $951
1999-00 $16,854,076 16,669 $1,011
2000-01 $20,947,828 17,943 $1,151
2001-02 $19,380,141 19,149 $1,012
2002-03 $22,207,989 20,505 $1,160
2003-04 $28,352,131 22,820 $1,242
2004-05 $33,713,710 26,108 $1,291
2005-06 $40,992,516 24,345 $1,684
2006-07 $43,315,582 24,685 $1,755

The Group recognized the need to provide further financial aid to students from the lowest two
income quintiles and to reduce the level of reliance on student loans, and the associated
indebtedness, for all students. While students from the lowest two income quintiles comprised
approximately one-third of new freshmen during the Fall 2005 semester, this is a decrease from
36.5% of new freshmen students a decade earlier. Similarly, fifty-three percent (53%) of all UW
students borrowed funds to pay for their education in Fall 2005, which is a significant increase
from the 41% who borrowed a decade earlier. This increase could be an indication that attaining
a college degree is becoming increasingly difficult for not only low-income students, but also for
students in the third and fourth income quintiles.

The Group believes that these trends indicate a need to provide additional financial aid to
students attending UW institutions, with a goal of increasing access for students in the lowest
two income quintiles and reducing the reliance on student loans by students in the third and
fourth income quintiles. While the Group did not achieve consensus regarding the specific
design of any tuition-funded financial aid program, one option that was discussed is using a
portion of the new tuition funds to offset the match for financial aid required to keep the
percentage increase in financial aid the same as the percentage increase in tuition. This proposal
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reflects the Group’s strong belief that the state must maintain its existing commitments to
funding financial aid for Wisconsin residents. Therefore, any tuition-funded financial aid
program must be supplemental to funding provided by the state, including current or new
programs such as the Wisconsin Covenant. The Group also expressed concern that, should the
UW System begin funding financial aid with tuition revenue, the state could withdraw, at least in
part, from its financial aid commitments and responsibilities. Additionally, concerns were raised
that such a policy may be viewed as a tuition increase on some students in order to provide
financial aid to other students.

The Group suggested that an option for the UW System to consider is a change in tuition policy
to allow the use of cash balances for institutional financial aid, with approval by the Board of
Regents. In addition, the Group recognizes and encourages the efforts to use the leverage of the
UW System to reduce the cost of student loans and the attempts to bring standardization, and
secure a more favorable package of terms, to the loans available to students at UW institutions.

Finally, the Group believes that students would benefit from the adoption and implementation of
financial aid policy principles. Adoption of the principles would enhance the coordination of
campus policies and establish a framework and guidelines for providing financial aid in a way
that enhances access and reduces the reliance on student debt to finance higher education.
Therefore, the Group recommends that the UW System consider adopting the draft financial aid
policy principles in Appendix D that will provide an overall vision for the development of
financial aid programs and delivery of financial aid services.

Pros & Cons: Using Tuition for Financial Aid/Financial Aid for Lowest Two Income Quintiles

o

ros:
Financial aid would be less subject to state and federal budget constraints or shifting
budgetary priorities. Tuition revenues would provide a steady/consistent stream of revenues
for financial aid.

Funds could be used to provide additional aid to students with unmet financial need, which
might increase access and assist with retention efforts.

Financial aid programs could be tailored by institutions to meet the needs of a greater range
of students and institutions would have some financial aid flexibility to meet the needs of
specific students.

Tuition could be raised and set at “market rate” or at rate that is comparable to peer
institutions, while not pricing lower-income students out of higher education.

This approach could allow tuition to be tied to ability to pay. Students who can afford to pay
a higher percentage of their educational cost would do so, and a portion of the revenues
generated could be used for financial aid to provide access for students who cannot afford to
pay the higher cost of an education.

Y

A\

A\

Y

Y

Cons:
» The cost of a tuition-funded financial aid program could substantially increase over time,
depending on the funding for other financial aid programs or tuition levels.
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Higher tuition could create “sticker shock” for lower income students who are unaware of
grants and other financial aid and therefore may be discouraged from applying to UW
institutions.

This approach could shift the focus away from GPR-funded financial aid programs, including
WHEG, toward tuition-funded financial aid. Another source of revenue for financial aid
might redirect the state’s funding priority away from need-based financial aid programs, at a
time when the applicant pool of students will require increasing amounts of financial aid.
Similarly, with an additional source for financial aid funds, the Legislature could reduce its
commitment to state-funded financial aid programs.

Financial aid would “compete” against other programs for tuition funding, thereby adding an
additional cost that must be paid by tuition dollars. This will be especially difficult during
budgets when GPR funding for the UW System is reduced or held constant.

Funding financial aid with tuition revenues would create additional pressure to increase
tuition, and would reduce the ability to limit tuition increases to the rate of inflation.

This approach would require higher income students to subsidize lower income students
through higher tuition, which could cause resentment or opposition to financial aid programs
or future tuition increases.

The Legislature or Governor could seek to limit the amount of financial aid funded through
tuition, thereby reducing the amount of financial aid available and pricing some students out
of the market. Conversely, the Legislature or Governor could order the UW System to raise
tuition in order to provide additional financial aid.

Utilizes a private university model at a public institution.

Challenge:

>

There is a statutory limit on the costs that are authorized to be paid from general base tuition
(as opposed to differential tuition) increases. This could be alleviated through statutory
changes or DIN requests in the biennial budget process.
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Programmatic Options to Increase Affordability

The Group identified two programs that, although not tuition options, can increase the
affordability of a college education for participating students and families. While the Group is
supportive of these programs, they may not increase access, do not generate significant
additional revenues, and would not increase services to students.

Educational Savings Program

An education savings program is generally a tax-free investment account that operates in much
the same way as a Roth IRA. Individuals contribute post-tax dollars to an education savings
account, which then generates interest based upon the investments selected. If used for higher
education, these funds are not taxed upon withdrawal from the account, and can be used for most
education related expenses, including tuition, fees, room and board, and books. While the UWS
cannot offer its own educational savings account, Wisconsin residents can participate in the
state-administered EdVest program, one of the best Section 529 plans, as rated by Money
Magazine.

Pros & Cons: Education Savings Programs

Y

ro:

» The programs allow families to save tax-free to reduce the cost of a college education.

» The programs increase aspirations and expectations of higher education by providing a
mechanism for financing a college education.

The programs could reduce loans by creating incentives for individuals and families who can
afford to save.

A\

Cons:

» Investment in an education savings account does not provide any guarantee that the returns
will cover the cost of college attendance.

» These programs may not benefit low-income students, who may not be able to afford to
participate.

» These programs have administrative costs, as funds must be managed and individual
investments monitored.

Discounts for Prepaid Tuition

Some higher education institutions offer programs that provide discounts for prepaid tuition.
Prepaid tuition programs can operate in several ways. The most common model allows families
to purchase a certain number of semesters of college at a set tuition rate. These semesters are
guaranteed for the student, regardless of the increase in tuition. A second model allows families
to purchase units that are guaranteed to increase at the same percentage as tuition. For example,
if tuition is $6,000 per year, a family can purchase a unit equivalent to 1% of tuition ($60). If
tuition increases by 5%, the unit is guaranteed to also increase by 5%. One downside of this
alternative is that a 5% increase in tuition equals $300, while a 5% increase in the unit of tuition
would equal $3. Therefore, while increasing by the same percentage, the actual dollar increase
in tuition would be greater than the dollar increase in the unit of tuition. Finally, an institution
could allow a student to pay for four (or multiple) years of tuition at the beginning of his or her
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freshman year. In return, the student would receive a discount based upon the present value of
the estimated tuition for the sophomore through senior years.

It would be possible for the UW System to generate additional revenues from a prepaid tuition
discount program, provided that the prepaid funds could be invested and that the rate of return
would be greater than the increase in UW System tuition or costs. Under this program, the risk
of future tuition increases would be shifted from students to UW System. Should investment
income fail to keep pace with costs or tuition, the UW System would be responsible for
achieving the cost saving to fund this program. In addition, current state practices provide no
mechanism for the UW System to offer such a program, as tuition funds (or discounted “future”
tuition) cannot be invested by the UW System, and the state retains the interest generated by
tuition dollars.

It is important to realize that both educational savings accounts and prepaid tuition require an
initial investment, which can limit the ability of lower-income students and families to
participate. Nevertheless, the Group is supportive of both of these programs, as they can reduce
the cost of college attendance for those families who elect to participate.

Pros & Cons: Discounts for Prepaid Tuition

Pros:

» Provides a mechanism to assist families and students in anticipating and planning for college
costs.

> Prepaid tuition programs provide protection against tuition increases.

» Could generate income if investment revenues are greater than increases in tuition/costs.

Cons:

» Under a prepaid program, the state and/or university assumes the risk of guaranteeing a rate
of return that equals the increase in tuition.

> A student may not attend a participating university. While the student would receive a
refund, there is no guarantee that the funds will cover the cost of attendance at a
nonparticipating institution.

» Prepaid funds, including interest or returns on investments, may not cover the institution’s
cost per student. Colorado, for example, is eliminating its prepaid program by not accepting
any new enrollments.

» Low or moderate income students may not have the resources to take advantage of a cohort
prepayment program.

> A cohort prepayment program (providing a discount for prepaying tuition for multiple
academic years) could create an incentive for students to borrow large amounts from
private/non-subsidized lenders at higher interest rates, hedging that tuition will increase faster
than the interest accrues on the loan.

» These programs have administrative costs, as funds must be managed and future tuition
increases and state funding levels estimated.

Challenge:
» The University currently does not have the authority to invest tuition revenues and realize

and retain investment returns.
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Other Tuition Policy Options

The Group also reviewed several alternatives that, while potentially useful in specific situations
or for individual institutions or programs, may not serve as the best alternatives for a systemwide
tuition policy at this time.

Cohort Tuition/Tuition Guarantee

Under a cohort-based tuition system, tuition increases are grandfathered in so that new students
pay a different tuition from current students. After four years of implementation, each
undergraduate class would be charged a separate tuition rate. In most cases, the cohort tuition
rate is available and guaranteed for a specific period of time (four or five years) or number of
credits. Under this program, the institution estimates the total amount of tuition revenue needed
for the guaranteed years, and then that cost is spread evenly over a fixed period of years. Cohort
tuition allows students to anticipate tuition costs and better plan how to pay for college. By
allowing students to plan on a multi-year basis and avoid potentially large annual tuition
increases, a fixed tuition rate could reduce the number of students who do not complete their
degree (thereby increasing retention). Under a tuition guarantee framework, part-time students
either receive a fixed number of credits or semesters of guaranteed tuitions, or, more frequently,
are billed based upon a separate, non-guaranteed tuition schedule for part-time students only.

Similar to prepaid tuition, the UW System could generate additional revenues from a cohort
tuition program if the additional funds could be invested at a greater rate of return than the
increase in UW System tuition or costs. Once a cohort tuition program is fully implemented,
however, it could be difficult to increase revenues, as any additional tuition revenues would only
be raised from incoming freshmen and students who have exhausted their guaranteed years. This
could result in large tuition increases for an incoming freshman cohort which could result in
reduced access, unless corresponding/offsetting financial aid is provided.

Pros & Cons: Cohort Tuition/Tuition Guarantee
Type 1 - Guaranteed Tuition Rate with No Increase

Y

ros:

A fixed tuition rate allows better financial planning for students and families by providing
certainty regarding costs.

By fixing or guaranteeing a specific rate for a limited time (4 or 5 years), cohort tuition
provides an incentive to complete education and graduate faster to avoid higher new rates.
There is the potential to reduce State support per resident degree and increase institutional
capacity by shortening the time to graduation.

The predictability of future tuition rates is particularly attractive to nonresident students who
often experience large fluctuations in dollar increases when tuition rates increase.
Implementation over 4-5 years allows institutions the ability to evaluate each cohort’s effect
on its revenue stream.

By increasing tuition predictability, a cohort tuition program may enhance recruitment and
enrollment growth, particularly for high tuition programs and nonresident students.

YV V Vv Vv V V
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> Fixed tuition rates for certain segments of the student population will allow improved tuition
revenue estimating.

Cons:

» Having three or more cohorts with a fixed tuition rate limits the flexibility of institutions to
generate increased tuition revenues without significant changes in tuition rates for new
cohorts or students who have exhausted their eligibility for guaranteed tuition.

> Because tuition increases only apply to the freshman cohort or those students who have
exhausted their guarantee, periods of sustained high inflation or other cost-drivers could
result in revenue losses for the institution or the need to add a special assessment to the
guaranteed rate in out-years.

» Without a compact with the state, it will be difficult to estimate the annual impact of state
legislative and gubernatorial actions on annual tuition revenue requirements.

» The limited tuition flexibility under a cohort tuition model makes it difficult to respond to
serious or last minute changes in state support or legislative actions (for example, pay plan or
mandated nonresident undergraduate tuition increases).

» May need to justify multiple tuition increases each year — one for continuing and non-
guarantee students and one for the incoming freshman cohort (which would likely be much
higher).

» Campus billing and receivable systems would need to incorporate more complex tuition
schedules.

» Cohort tuition may not be equally applicable or appropriate for each of the comprehensive
and doctoral institutions.

Type 2 - Guaranteed Tuition Rate with Allowable Percentage or Dollar Increase
The pros and cons for Type 2 are the same as those for Type 1 except for the following:

Pro:
> Type 2 reduces the impact of unknown future inflationary pressures on institutional tuition
revenues when it is indexed for inflation or includes a specified annual increase percentage.

Con:
> Including an annual inflation adjustment tool reduces the ability of students and families to
anticipate the cost of 4 or 5 years of tuition.

Separate Tuition for Level 1 (Freshman and Sophomore) and Level 2 (Junior and Senior)
Students

Tuition stratification can also exist within institutions, with different tuition assessed to different
cohorts of students based on student status. Generally, freshman and sophomore students are
considered level 1, with junior and senior status students comprising level 2. Institutions that
stratify tuition by student level typically charge lower tuition for level 1 students and higher
tuition for level 2 students. This pricing strategy attempts to mimic the institutional cost per
student, as level 2 students typically enroll in more specialized courses with fewer students,
which therefore are more costly to conduct. Retention is higher as students continue their
education, so it may be possible to implement this type of program without significantly
impacting retention.
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Although this option could increase access for level 1 students, the effect could be offset by the
increased tuition charged to level 2 students. Higher tuition for level 2 students might discourage
some adult students from returning to college to complete their degree or pursuing additional
training. A level 1/level 2 pricing structure is not inherently revenue generating; however, an
increase that reflects the higher costs and more specialized instruction provided to level 2
students would generate revenue. The Group expressed concerns that a level 1/level 2 pricing
system would be difficult to implement or manage, as students often take courses based on when
they are offered, rather than when they achieve a certain student status (level 2). A variant of
this alternative would implement level 1/level 2 pricing based upon the level of the coursework
rather than the student level.

Pros & Cons: Separate Tuition for Level 1 and Level 2 Students

Pros:

> Increasing tuition for level 2 students would reflect the greater cost of providing instruction
to upper-division students.

> Level 2 students are eligible for more Stafford Loans than are Level 1 students, so stratifying
tuition by student level could enhance access and affordability.

» This option could generate additional revenue if level 2 prices are increased.

» This pricing structure is based on a consumption model, with students paying higher prices
for more specialized courses and instruction.

Cons:

» Stratifying tuition by level (level 1/level 2 students) may discourage students from continuing
their studies to earn a Bachelor’s Degree and prevent some adult students from returning to
college.

» Under the current, general tuition schedule for all students, level 1 students, who typically
have lower costs per student due to larger class sizes, subsidize level 2 student, who
generally take smaller and more specialized classes that are more costly to conduct.

> Increased costs for level 2 students could encourage, or require, students to take out
additional loans, thereby increasing already rising student debt loads. This could be partially
offset by lower tuition for level 1, which would require lower loan amounts.

» May be difficult to administer across a university system, as students would need to be billed
not only based upon part-time or full-time status, but also on their level 1 or level 2 student
status or by type of classes taken.

Discounts for Families with Multiple Students Enrolled at UWS Institutions

Family tuition discount programs provide scholarships or tuition reductions for students who
have a sibling or other family member concurrently enrolled at that institution. The Group found
that family discounts programs are currently only used at private institutions. No comparable
programs were found in use at any public institutions. Unlike most of the other options, the
Group found that this option would actually impose a cost on UW System institutions, rather
than generate additional revenues. Although a sibling discount program would increase access
for some students, the enhanced access would come at the expense of other students, who would
pay higher tuition to fund the discount. Providing a 10% sibling discount could cost more than
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$7 million per year. New sources of revenue or cost savings would therefore need to be
identified in order to pay for this program. In addition, the current financial aid formula takes
into account the number of siblings enrolled in higher education and uses this information to
make adjustments to the Expected Family Contribution.

Pros & Cons: Discounts for Families with Multiple Students Enrolled at UW System Institutions

Pros:
> Will provide tuition assistance to families with multiple students enrolled at UW System
institutions.

» May encourage siblings to enroll at UW System institutions, thereby creating a recruitment
tool for both resident and nonresident students.

Cons:

» Without additional state assistance, other students (those without a sibling attending a UW
System institution) would be required to subsidize this program through higher tuition.

> Will not generate additional revenues, and will have an uncertain effect on costs.

» Program is not need-based, and would be available regardless of family or student income.
The funding for a sibling discount might be better targeted to increase access for students
with financial need.

» Will not provide any assistance to independent or adult students.

> UW is currently less expensive than other institutions for resident students, so a sibling
discount may not create an additional incentive for siblings to attend a UW institution.

> May be difficult to administer across a university system, as campuses would need to
monitor and verify that siblings remain enrolled within the UW System. It may also be
difficult to create an inclusive, but not overly broad, definition of sibling.
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Other Administrative Options

During its discussions and research, the Group also determined that the UW System could
benefit from statutory changes that would enhance the Board of Regents’ effectiveness in setting
tuition. Aside from general increased responsibility and authority to determine and implement
general tuition policy, the Group believes that a statutory change that enables the UW System
and institutions to invest any savings to generate interest earnings that could be retained by UW
System would create an important incentive to find administrative and cost savings, in addition
to providing an additional source of income for higher education. The Group also noted that
changing refund and withdrawal fee policies and schedules, changing policies regarding
concurrent student enrollment at multiple institutions, and charging per credit tuition to students
taking credits at more than one institution during a semester would create administrative
simplicity and potentially generate additional revenue.
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Appendix A: Tuition Options Compared to Principles

Principles

o Be considered within the context of the Growth Agenda for Wisconsin with a goal of increasing the number of degree holders through improving access and student success as determined by
retention and graduation rates.

Provide affordable access and generate sufficient revenues to improve student success, including maintaining and improving educational quality.

Be understandable and as easy as possible to implement and manage.

Recognize political realities.

Respect the diverse needs and missions of UW System institutions.

O O O O

Tuition Options

Tuition Stratification

Programmatic Differential Tuition Programs

Institutional/ Systemwide Differential Tuition Programs

Per Credit Tuition

Using Tuition for Financial Aid

Financial Aid for Lowest Two Income Quintiles

Cohort Tuition

Separate Tuition for Level 1 (Freshman and Sophomore) and Level 2 (Junior and Senior) Students
Family/Sibling Discount Program

©CoNooA~wWNE

The Board of Regents has existing authority to establish the general tuition structure under ch. 36.27(1)(a), Wis. Stats. Changes to the existing structure that increases revenue would require new
statutory authority or approval during the biennial budget process. The Board of Regents has the authority to award financial aid under ch. 36.11(6)(1), Wis. Stats., and to implement tuition
differentials under ch. 36.27(1)(am)(6), Wis. Stats. and 20.285(1)(im), Wis. Stats.

-24 -



Tuition Option

Growth Agenda:
increase the number of
degree holders through
improved access and
student success
measured by retention
and graduation rates.

Provide affordable access
to improve student
success, including
maintaining and
improving educational
quality.

Generate sufficient
revenues to improve
student success, including
maintaining and
improving educational
quality.

Be understandable and
as easy as possible to
implement and manage.

Recognize political
realities (including the
need for statutory
changes).

Respect the diverse
needs and missions of
UW System institutions.

Tuition Stratification

Could have a mixed effect
—access could be
increased for some
students, but tuition
would increase at other
institutions (which might
reduce access unless
additional financial aid is
provided).

Not need-based. Stratified
tuition rates would be
assessed to all students at
an institution. Could
maintain or increase access
if stratification produces
additional revenues which
can be used for offsetting
financial aid.

Stratified tuition could be
used to generate additional
revenues for other
initiatives that will increase
quality. Might generate
additional revenue - raising
institutions to peer median
for all institutions would
generate $179 million.

Once implemented,
should be easy to
administer.
Implementation could be
confusing, and current
students may need to be
protected against large
increases. Might require
periodic readjustments to
reflect market conditions
or other costs.

Could be politically
problematic. Current
students would need to be
protected against large
increases. There may be
institutional or regional
resistance to increases at
some institutions, which
would offset decreases at
other institutions. Might be
viewed as requiring
students at some
institutions to subsidize
students at other
institutions.

Tuition could be adjusted
within or among the
clusters to reflect the
various institutional
missions. Any additional
revenue generated
through stratification
could be used to enhance
programs at all
institutions.

Programmatic
Differential Tuition
Programs

Differentials can be used
to expand class sizes and
implement new programs.
Increased offerings can
attract additional students
and increase the number
degrees produced in
certain fields.

Higher tuition could reduce
access, though effect could
be minimized through use
of some additional revenues
for targeted financial aid.
Differentials can increase
course offerings and assist
with faculty retention.
Programmatic differentials
may discourage some
students from pursuing
degrees in certain fields.

Revenue impact depends on
the size of the differential and
the number of students in the
program. The recently
approved differential at the
UW-Madison Business
School ($1,000 per business
major and $300 per certificate
student) is estimated to
generate over $2 million
annually when fully
implemented in 2009-10.

Programmatic
differentials can be
confusing for students.
Programmatic
differential levied on a
per class basis could be
difficult to administer.

As the number of
differentials increase,
opposition can be expected
to grow. Students may not
support differentials, or not
in areas where additional
funds are needed.

Programmatic
differentials only increase
costs for students who
will benefit from the
services, but allow
increased resources to be
targeted to specific areas.
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Institutional/
Systemwide
Differential Tuition
Programs

Differentials can increase
funding for retention
efforts or other student
support services.

Higher tuition could reduce
access, though effect could
be minimized through use
of some additional revenues
for targeted financial aid.
Institutional differentials
can support services such as
counseling, mentoring and
academic support that
enhance student success
and retention.

A tuition differential would
generate revenue, though
the impact depends on the
number of students
included and size of the
differential. A systemwide
differential equivalent to
1% of tuition would
generate approximately $6
million.

Institutional differentials
are relatively simple to
administer and
understand.

Could be viewed as a way
to impose additional
“backdoor” tuition
increases for general
revenue rather than to
support specific new or
enhanced services.
Difficult to distinguish
between a general/regular
tuition increase and a
systemwide tuition
differential.

Institutional or
systemwide differentials
can provide additional
resources to special,
unique or enhanced
services or functional
areas for all students.

Per Credit Tuition

Might encourage students
to graduate quickly, as
students pay tuition for
every course taken.
Could encourage some
adults to return part-time.
Other students might take
fewer classes each
semester in order to
reduce immediate costs.
Could reduce the number
of classes dropped, which
would increase efficiency
and the number of
classroom slots available
for other students.

Space could become
available for additional
students, thereby increasing
access. Could increase
access, as part-time
students would no longer be
subsidizing full-time
students. Will foster
greater collaboration
between institutions,
including joint programs
and course offerings, by
eliminating questions about
billing and chargebacks for
courses taken by students at
various institutions.

The elimination of the
tuition plateau could
generate an additional $105
million in revenues,
assuming that full-time
undergraduate students
would take 14 credits per
semester.

Another option is to modify
the UW System
undergraduate tuition
plateau from 12-18 credits
to 15-21 credits. Under
this system, full-time
students taking 12 credits or
more fall into a tuition
plateau in which they are
charged for 15 credits. This
would generate additional
tuition revenue without
affecting the rates assessed
to part-time students, while
encouraging students to
take additional credits and
graduate sooner.

Transition to per credit
would require
student/consumer
education and some
changes to
billing/registration
systems. Is generally a
simple concept to explain
and understand.

If implemented in a revenue
neutral manner, might not
engender much political
opposition. Plateau system
does encourage students to
take additional courses and
can encourage educational
breadth.

Difficult to assess the
impact on institutions.
Might discourage
students from taking
courses outside their
program, thereby
reducing efforts to
increase liberal education.
Institutions would need to
justify any increase in the
number of required
courses or credits.
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Under revenue generating
per-credit tuition, UW-
Madison students taking
between 13 and 18 credits
would see between a $264
to $1,600 increase in their
current plateau tuition rate.
At the Comprehensives,
this increase would be
between $201 and $1,200
for the same range of
credits.

Using Tuition for
Financial Aid

Should increase access
and support retention
efforts for students with
financial need.

Should increase access for
students by reducing cost of
attendance and/or reliance
on student loans.

Additional sources of
revenue, programmatic
savings or tuition increases
would be required to fund
the program. Depending on
funding levels and
eligibility for program, cost
could range from a few
million dollars to well over
$20 million annually.

Could easily be
administered along with
other financial aid
programs. Much depends
on the model used to
allocate the financial aid.

Could be viewed as a
tuition increase on some
students in order to provide
financial aid to other
students, and create
resentment/resistance
among students.

Would increase access to
UW institutions for low-
income students and
could assist with diversity
efforts.

Financial Aid for
Lowest Two Income
Quintiles

If additional costs are not
passed on to students in
other (top three) quintiles,
should increase access
and support retention
efforts.

Should increase access for
students by reducing cost of
attendance and/or reliance
on student loans.

Would have little impact on
revenue; unless tuition is
used to fund financial aid.
Funding unmet tuition and
fees for Pell Grant
recipients in the lowest two
quintiles would cost over
$15 million annually.

Using a specific dollar
figure can create a
“notch,” so that one
additional dollar of
income could eliminate a
source of financial aid.
Income might not be the
best measure of a
student’s ability to pay.

Support might depend on
funding mechanism. If
additional financial aid is
not funded through tuition
revenues (other students),
then might be more readily
supported.

Would increase access to
UW institutions for low-
income students and
could assist with diversity
efforts.
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Cohort Tuition

Students will be able to
anticipate tuition costs
and better plan how to pay
for college. A fixed
tuition rate could reduce
the number of students
who do not complete their
degree (thereby increasing
retention) by allowing
students to plan on a
mutli-year basis and avoid
potentially large annual
tuition increases.

Not need-based, but rather
provides broad-based,
moderate assistance to all
students.

Each additional percent
tuition increase on
freshmen students generates
over $1.2 million in
additional revenue. Tuition
increases that exceed costs
would increase revenue.
Once fully implemented, it
could be difficult to
increase revenue, as
additional tuition revenues
would only be raised from
incoming freshmen and
non-guarantee students.

One tuition rate for a
specific period of years is
simple, and cohort tuition
has been implemented at
multiple institutions.
May be some confusion
about what is guaranteed
(tuition only). There may
be some early
administrative issues to
resolve.

Since it is used at other
institutions, cohort tuition
could be readily accepted.
Might be problematic in
periods of economic stress
when incoming freshman
cohort face large tuition
increase or a special
assessment must be levied
on all students. Requires
ongoing, stable funding
from state.

Could negatively affect
revenues, since multiple
cohorts have “guaranteed
rates.” Large tuition
increases for incoming
freshman cohort could
reduce access, unless
corresponding/offsetting
financial aid is provided.

Separate Tuition for
Level 1 (Freshman and
Sophomore) and Level
2 (Junior and Senior)
Students

Higher tuition for level 2
students could discourage
some students from
completing their degree
and may discourage adult
students from returning to
college to complete their
degree or pursuing
additional training.

Charging lower tuition for
level 1 students will reduce
costs for freshman and
sophomore status students,
which should increase
access.

A level 1/level 2 pricing
structure is not inherently
revenue generating if tied to
the cost per student. An
increase that reflects the
higher costs and more
specialized instruction
provided to level 2
students, without an
offsetting reduction for
level 1 students would
generate revenue.

May be difficult to
implement or manage, as
students often take
courses based on when
they are offered, rather
than when they achieve a
certain student status
(level 2). A per credit
system could be based
upon the level of the
coursework rather than
the student level.

Could be viewed as a
tuition increase on some
students in order to provide
financial aid or lower
tuition to other students. If
implemented in a revenue
neutral manner (tuition
increase for level 2 students
offset by reductions for
level 1 students), might not
engender political
opposition.

Should have little impact
on UW institutions,
although could diminish
access at institutions with
large numbers of adult or
returning students, who
would pay higher tuition
as level 2 students.
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Family/Sibling
Discount Program

Reduces cost for families
with multiple siblings
enrolled at UW
institutions. Might
increase the number of
students from families
with multiple college
students. Unless program
is funded by additional
state resources, however,
other students would see
offsetting tuition
increases. Discount not
based on financial-need.

Will increase access for
students with a sibling
enrolled at a UW
institution, but will likely
increase costs for other
students (in order to fund
this program).

Will not likely generate
additional revenue.
Providing a 10% sibling
discount could cost more
than $7 million per year.
Additional sources of
revenue or cost savings
would need to be identified
to pay for this program.

A sibling discount is easy
to understand, but could
be difficult to administer,
as institutions would need
to monitor the enrollment
of siblings (possibly at
other institutions).

Could have a mixed
political impact. Would be
popular with families with
multiple students enrolled
at UW institutions. Might
be unpopular with families
with only one student
attending UW, independent
and adult students, all of
whom could face higher
tuition in order to fund the
program. Might require a
substantial discount in
order to provide a
meaningful tuition
reduction.

If implemented as a tuition
remission, a family/sibling
discount would require
additional statutory
authority.

Would have little impact
on UW institutions,
although could diminish
access at institutions with
large numbers of adult or
independent students
(who could face increased
tuition to fund the sibling
discount program).
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APPENDIX B:
DEFINITION OF PROGRAM SPECIFIC DIFFERENTIAL TUITION

Program specific differential tuition is defined as tuition that is added to the institution’s base
tuition level set by the Board of Regents for a specific program to supplement academic and
other student services above and beyond existing activities supported by GPR and PR funding.
This definition does not apply to Board of Regents initiated program specific differential tuition
initiatives.

PROGRAM SPECIFIC DIFFERENTIAL TUITION PROCEDURES

1. Students will be advised through their student government organizations of all planned
program specific differential tuition initiatives before proposals are submitted to the Board of
Regents.

2. To the extent possible, UW System institutions will consult with students directly affected by
proposed program specific differential tuition initiatives which affect solely a single campus.

3. When student involvement is required, program specific differential tuition proposals
presented to the Board of Regents will include a section on the student consultation process
and outcome, as well as any official stance forwarded by the student government
organization.

4. Program specific differential tuition proposals must clearly state their purpose(s) established
by the institution in conjunction with students (if required) when brought forth to the Board
of Regents.

5. Program specific differential tuition proposals must describe any oversight, evaluation,
and/or consultation process for the initiative. The format of this oversight, evaluation, and/or
consultation process will be part of the discussion with students prior to bringing the
initiative to the Board of Regents for approval.

6. The Chancellor of the UW System institution, in consultation with the President of the UW
System, will make the final determination whether a program specific differential tuition
initiative is submitted to the Board of Regents for approval.

7. Systemwide program specific differential tuition initiatives approved by the Board of
Regents do not require student involvement.

8. Spending decisions related to the funds generated by the program specific differential tuition

are ultimately the responsibility of the Chancellor of the UW System institution as indicated
in s. 36.09 (3) Wis. Stats.
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APPENDIX C:
DEFINITION OF INSTITUTION-WIDE DIFFERENTIAL TUITION

Institution-wide differential tuition is defined as tuition that is added to the base tuition level set
by the Board of Regents to supplement services and programming for students within that
institution above and beyond existing activities supported by GPR and PR funding. This
definition does not apply to Board of Regents initiated institution-wide differential tuition
initiatives.

INSTITUTION-WIDE DIFFERENTIAL TUITION PROCEDURES

. Students will be advised through their student government organizations of all planned
institution-wide differential tuition initiatives before proposals are submitted to the Board of
Regents.

Institution-wide differential tuition proposals presented to the Board of Regents will include
a section on the student consultation process and outcome, as well as any official stance
forwarded by the student government organization if one has been provided. Institutions
should attempt to provide adequate time for the student government organization to review
the final proposal.

Institution-wide differential tuition proposals must clearly state their purpose(s) established
by the institution in conjunction with students when brought forth to the Board of Regents.
The institution may change the purposes for which the funding is expended with student
consultation.

Institution-wide differential tuition proposals must describe any oversight, evaluation, and/or
consultation process for the initiative. The format of this oversight, evaluation, and/or
consultation process will be part of the discussion with students prior to bringing the
initiative to the Board of Regents for approval.

. The Chancellor of the UW System institution, in consultation with the President of the UW
System, will make the final determination whether an institution-wide differential tuition
initiative is submitted to the Board of Regents for approval.

. Student involvement is not required for institution-wide differential tuition approved by the
Board of Regents as part of a Board initiative or as part of the biennial budget process.

. Spending decisions related to the funds generated by the institution-wide differential tuition

are ultimately the responsibility of the Chancellor of the UW System institution as indicated
ins. 36.09 (3) Wis. Stats.
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APPENDIX D:
Statement of Support for Draft Financial Aid Policy Principles

The Working Group believes that the administration of the various federal, state, institutional
and other financial aid would be aided through the implementation of a coherent, overall vision
for financial aid programs that emphasizes increased access to UW for all Wisconsin residents.
In addition, guidelines for the development of new financial aid programs and practices will
ensure that assistance will be provided in an effective and efficient manner that attracts students
and ensures degree completion. Finally, the Working Group recognizes that a financial aid
policy will assist administrators and staff in providing support, advice and services to students
regarding financial aid.

Therefore, the Working Group supports the following draft “University of Wisconsin System
Financial Aid Policy Principles”:

University of Wisconsin System Financial Aid Policy Principles

I.  Socio-economic diversity is critical to the mission of the UW System because it enhances the
learning environment for all students, bolsters state economic growth, and fosters an
educated citizenry across all demographic lines.

I. Student recruitment, retention, and degree completion is most successful when financial
barriers are eliminated. High unmet financial need undermines the expectations and plans of
both low- and moderate-income students.

1. The responsibility to cover a student’s cost of attending a UW institution should be based
on the student’s and his/her family’s ability to pay. Since lower income families often
have a need for financial assistance, the UW System should meet this financial need
through a combination of grant, work, and loan assistance.

2. The financial aid processing system should be efficient and timely in order to provide the
most effective stewardship of the funds.

3. Student loan debt should remain reasonable so that students in the UW System are not
limited in their options of major, post-graduate education, and career choice.

4. Although adequate need-based grant aid remains the top priority, scholarship programs
serve as another important source of financial assistance as it recognizes talent and
encourages and rewards the academic effort of students.

I11. 1t is essential to provide the clear message to young students and their parents prior to high
school that college is possible and within reach, regardless of their family circumstances,
cultural background, or financial resources.

Development of financial aid strategies to assist low-income families should endorse and foster
the achievement of these UW System Financial Aid Policy Principles.
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APPENDIX E:
Statement of Support for Bridge Grant/Covenant Program

The Working Group recognizes that a significant and growing number of UW students have
unmet financial need and are increasingly financing their college education with student loans.

In 2005-06, 69% of resident undergraduate students received financial aid, which is an increase
from 53% in 1995-96. Similarly, the number of students who borrowed to finance their college
education increased from 40% in 1995-96 to 53% in 2005-06. Finally, the percentage of resident
undergraduates who graduated with student loan debt increased from 57% in 1995-96 to 66% in
2005-06, with the average debt increasing 26% (using inflation-adjusted dollars).

These borrowing and debt levels demonstrate that many students are struggling to finance their
college education. These figures do not, however, reflect either those students who leave UW
because they cannot afford to remain in school or those students who never enroll in higher
education because they see the costs as insurmountable. Therefore, for far too many students, a
college education appears too expensive to be within reach and therefore remains only a dream.

Recognizing these facts and with the expectation that the state will continue to uphold its
commitment to students through existing financial aid programs, the Working Group supports
and encourages full state funding for the following:

= A program similar to the Wisconsin Covenant that would meet all student financial need
for those students who complete the program requirements;

= A program that would hold an identified segment of financially needy students harmless
against tuition increases for a period of years; and

= A temporary program that would assist students currently enrolled in high school or
college who would therefore not be eligible for a Covenant-type program.
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APPENDIX F:
UNIVERSITY OF WISCONSIN SYSTEM

TUITION POLICY PRINCIPLES

Board of Regents
GUIDING PRINCIPLES

Tuition and financial aid in the UW System should balance educational quality,
access, and ability to pay.

As a matter of fiscal and educational policy, the state should, at a minimum,
strive to maintain its current GPR funding share (65%) of regular budget
requests for cost-to-continue, compensation and new initiatives, and fully fund
tuition increases in state financial aid programs.

Nonresident students should pay a larger share of instructional costs than
resident students, and at least the full cost of instruction when the market
allows. Nonresident rates should be competitive with those charged at peer
institutions and sensitive to institutional nonresident enrollment changes and
objectives.

Where general budget increases are not sufficient to maintain educational
quality, supplemental tuition increases should assist in redressing the
imbalance between needs and resources.

Tuition increases should be moderate and predictable, subject to the need to
maintain quality.

GPR financial aid and graduate assistant support should “increase at a rate no
less than that of tuition” while staying “commensurate with the increased
student budget needs of students attending the UW System.” In addition,
support should also reflect “increases in the number of aid eligible students.”

General tuition revenue (to cover regular budget increases under the standard
65% GPR and 35% Fees split) should continue to be pooled systemwide.
Special fees may be earmarked for particular institutions and/or programs
increasing those fees.

When considering tuition increases beyond the regular budget, evaluation of
doctoral graduate tuition should consider impacts on multi-year grants and the
need to self-fund waivers or remissions from base reallocation within
departmental budgets.
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Appendix G - UW System GPR, Fees and Other Funds
1972-73 to 2006-07
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Appendix H - UW System GPR, Fees and Other Funds
Adjusted for Changes in the Consumer Price Index (CPI) 1972-73 to 2006-07
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Appendix | - UW System GPR, Fees and Other Funds
Adjusted for Changes in the Higher Education Price Index (HEPI) 1972-73 to 2006-07
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Michael Falbo
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UW System Staff
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TUITION AND FINANCIAL AID POLICY
ADVISORY GROUP MEMBERS

Title Campus
Board of Regents Member

Board of Regents Member

Vice Chancellor for Administration Madison
Provost & Vice Chancellor Milwaukee
Director, Business & Financial Services Milwaukee
Financial Aid Director Eau Claire
Chief Student Affairs Officer Oshkosh
Financial Aid Officer Parkside
Budget Director River Falls
Provost River Falls
Student River Falls
Vice Chancellor/Chief Student Affairs Officer Stevens Point
Vice Chancellor/Chief Business Officer Stout
Provost Superior
Student Whitewater
Vice Chancellor/Chief Business Officer Colleges
Vice President for Finance UW System
Associate Vice President for Budget & Planning UW System

Interim Associate Vice President for Policy Analysis & Research  UW System

Associate Vice President - Finance Administration

Assistant Vice President - Budget & Planning

Special Assistant - Finance

Senior Institutional Planner - Office of Policy Analysis & Research
Budget & Policy Analyst - Budget & Planning

Budget & Policy Analyst - Budget & Planning

Budget & Policy Analyst - Budget & Planning

Special Assistant to the Senior Vice President of Academic Affairs
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